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ABSTRACT 
The issue of zakat payment by legal entities or companies remains a dispute among current intellectuals. The bigger question 
arises regarding the capacity of company to become a zakat payer. In Malaysia, zakat payment is not only made by individuals 
but also made by establishment such as companies. Therefore, this article was developed to conduct a survey regarding the 
practice of zakat payment by companies, especially the Islamic financial institution in Malaysia. In this study, qualitative 
approach is used and analysis was carried out on the basic of the payment, types of zakat, and the method of zakat calculation 
by Islamic financial institution in Malaysia. 
KEYWORDS: Zakat, Islamic financial institutions, legal entity, Malaysia 
 
INTRODUCTION 
Zakat (almsgiving) is one of the Five Pillars of Islam. As a servant of Allah, Muslim are obliged to pay 
zakat for their possession and wealth. Generally, it is known that the payment of zakat is made by Muslim 
individually. However, in Malaysia, zakat is not only made by individuals, but also made by a company. 
The payment of zakat by a company has become an issue and still debated by current intellectuals. 
Unfortunately, there are no consensus has been achieved particularly on deciding the status of zakat 
payment made by a company.  
Among the major issues in zakat payment by companies are the question whether a company itself 
is qualified be considered as an ordinary person who obliged to pay zakat? In term of civil law, a company 
is regarded as one separate party from person, known as ‘legal entity’. Legal entity therefore, is a concept 
which has been accepted and applicable in civil law. This concept conceives that; an entity resembles of 
a capable person. According to (Krishnan Arjunam, 1998), the law-made personality (or artificial legal 
person) has the rights to:  
1. Perform all functions and role as a company incorporated; 
2. Prosecute and to be prosecuted on behalf of their name; 
3. Possess and utilize the properties;  
4. Has the capacity to acquire, hold and transfer property, whether it is movable property or 
immovable property. 
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Therefore, the question arise is: whether this concept is accepted according to Islamic law? To 
answer this, current intellectuals have different opinions in determining whether this concept existed 
previously and was accepted in Islamic law. To start with, the concept of legal entity is known as 
syakhsiyyah I’tibariyyah according to Islamic law term. Due to difference in term of definition in rule 
setting, this effects the final verdicts on the status of zakat payment made by a company. This research 
will summarize current intellectual opinions regarding the zakat payment by company based on 
syakhsiyyah I’tibariyyah as follows (al-Khalil, 1462H; al-Ghafili, 2008): 
1. Group which accept the concept of syakhsiyyah I’tibariyyah and legalized the zakat payment 
made by syakhsiyyah I’tibariyyah. 
2. Group which do not accept the concept of syakhsiyyah I’tibariyyah, thus rejecting its obligation 
to pay zakat. 
3. Group which accept the concept of syakhsiyyah I’tibariyyah but narrowing down the scope of 
permissibility of the zakat payment made by syakhsiyyah I’tibariyyah.   
This research is in the favor of first group, which accept the concept of syakhsiyyah I’tibariyyah 
and permitted the zakat payment made by it. This idea of zakat payment by company is supported by 
argument that, the permissibility of zakat payment is the adaptation of the concept of zakat al-khultah 
(mixture of joined assets); or the principle of inclusion of zakat assets which used the name of ‘illah al-
nama’ on company; and government have the authority to collect zakat from the company. Therefore, 
the zakat payment practiced by several companies are permissible and acceptable. This stand is in 
accordance to the final decision of fatwa issued by National Council for Fatwa Committee of Malaysia's 
Islamic Religious Affairs where it states that: 
For the business-based companies are compulsory to pay zakat when they achieved these 
requirements: 
1. The business is owned by Muslim 
2. The business is owned by freed-Muslim  
3. Complete ownership 
4. Completed the nisab (minimum amount that a Muslim must have before being obliged to zakat) 
5. Completed the haul (achieved 1 lunar year/ 354.3 days) 
6. Zakat rate upon the company is 2.5%  
For a company that owned between Muslim and non-Muslim, they are compulsory to issue zakat 
on the amount of the share of Muslim counterpart only, based on the net profit received. 
 
THE ZAKAT PAYMENT OF ZAKAT BY ISLAMIC FINANCIAL INSTITUTION 
The payment of zakat by Islamic financial institution is seems to become a practice. This practice of 
zakat payment is due to encouragement of several factors, other than the exposure made by authority. 
There are several factors which is seems to be theoretical factor which encourage zakat payment by 
company. In general, the factors which encourage a person to pay zakat are: faithfulness, knowledge 
about zakat (Mohd Ali, Hairunizam & Nor Ghani, 2004), systematic management of zakat institution 
(Mohd Yahya, Fadlizan & Mohamad Ali, 2013), intention of the payer and the surrounding environment 
that influence the intention (Ram Al Jaffri, Kamil & Zainol, 2009).  
In more specific, the factors in which influence a company to pay zakat are: Muslim-led board of 
directors or the one who plays role in zakat payment, Muslim shareholders, the size of business activities, 
profits gained (Mohd Rizuan, Zulkifli, Juliana Anis, Khairul Nizam & Abdul Aziz, 2014), types of 
industry (industry listed under shariah-based industry) (Halizah, Kasumalinda & Agoos Munalis, 2011). 
Adibah and Joni (2014) further added several other factors which encourage the company to pay zakat 
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which are: effective zakat institution management and government role and the authority for their role to 
encourage zakat payment.    
All of that factors are actually able to become possibility as encouragement zakat payment by 
company. Other than that, there several factors which is said can be done improvement until can stimulate 
the potential of zakat payment by company. Among them are the role of the authority, if the current 
company which pay the zakat can enjoy deduction as much as 2.5% on maximum other than paying tax 
(Zahri Hamat, 2009). It is good to propose to raise up the percentage of the deduction to stimulate the 
zakat payment by company.  
In regards to the zakat payment practice of Islamic financial institution in Malaysia, there are 
several institutions in Malaysia which have compensated business zakat, such as EON Bank, Bank Islam 
Malaysia Berhad (BIMB). There are also other institutions as well such as Tabung Haji Berhad (Jabatan 
Zakat Negeri Kedah), MBSB (MAIAMP; MAIDAM), Takaful Malaysia Berhad (Pusat Zakat Melaka), 
Maybank Islamic Berhad (MAIAMP) and others. These institutions paid zakat upon activities and a part 
from them paid on behalf of the depositor.  
TH (Tabung Haji) is known to pay business zakat annually. The amount that has been produced 
also increasing by year. In year 2013, TH has compensated zakat for RM53 mil. (Lembaga Tabung Haji, 
2013). BIMB also recorded to produce zakat. Based on Financial Resolution of BIMB year-end 31st 
December 2013, the amount of BIMB’s business zakat is RM 12,436,000.00 (BIMB, 2013).
 Financial Report MAA Takaful also shows that the company pay zakat. Allocation of zakat 
payment by MAA Takaful for 2013 year-end is RM 294,000.00 (MAA Takaful, 2013). From this 
statement and data presented, it is clear that Islamic financial institution in Malaysia inclined to pay zakat 
from the profit gained. Nevertheless, it should be determined what is the basis of the zakat payment made 
by every of those institution and their method of calculation involved. 
 
BASIS AND PAYMENT METHOD 
Study shows that TH and BIMB pay business zakat. This can be confirmed based on several statements 
made addressing their zakat payment. According to information from Islamic Development Bank (1995) 
based on Jeddah, TH is notified to pay business zakat from profit gained before distribution of dividend 
made to the company members. Other than that, TH payed zakat on behalf of the depositor based on 
permission (al-izn) contract. The payment of zakat also applied to all TH’s subsidiary companies.   
BIMB also pay business zakat. The zakat payment made based upon business activities operated 
by BIMB (Osman Sabran, 2001). Apparently, BIMB had settled the responsibility to pay business zakat 
since 1984, one year after its establishment (Mazlina Aini, 2008). Whereas MAA Takaful (has been 
changed to Zurich Takaful) did not pay business zakat. MAA Takaful produced income zakat based on 
service activities (Ismanizam Ismail, 2015). In regards to the calculation method of zakat, the basis of 
business zakat lies on two common methods which are; expanding capital method and work capital 
method. 
 
1. Expanding Capital Method 
Expanding capital method or growth capital (known as ‘urfiyyah method), it considers the equity 
of the owner of a business establishment, sources of financing and adjustment whether it is added or 
otherwise. In short, the capital is added with profit (see table 1). 
 
Table 1: Representation of the Calculation of Expanding Capital Method 
 
Owner Equity + Long-term Liability – Permanent Asset – Non-current Asset 
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2. Work Capital Method 
Working capital (or known as method of syar’iyyah) considers the status of current property at the 
time when the business minus the expenditure during the business and adjustment made with several 
things in relation to zakat involved. The adjustment made whether with mixing items identified needed 
to be added or subtracted (see table 2). 
 
Table 2: Representation of Working Capital Calculation  
Current Asset (Must Full Possession) – Current Liability 
 
TH carried out the zakat calculation based on adjusted working capital method. The period for 
zakat calculation is carried out based on Gregory calendar (current financial year) (Lembaga Tabung 
Haji, 2013). BIMB calculated their zakat by using expanding capital method. The calculation is made by 
BIMB balance sheet. Expanding capital method is indeed one calculation methodology suitable for 
banking institution, financial institution and takaful. This is because current asset and current liability are 
not clearly mentioned in company’s accounting or by the institution itself (Mohamad Noor Shahidi, 
2013). 
On the other hand, the Islamic financial institution (including several others takaful institution, 
MAA Takaful calculated its zakat based on the calculation of income zakat. Therefore, the method of 
income zakat MAA Takaful is the profit before tax or PBT multiplied by 2.5% (Ismanizam Ismail, 2015).  
The zakat payment method made by institution in this study also shows variation. TH hand over 
all the property for zakat to zakat collection center in every states (Lembaga Tabung Haji, 2013). The 
distribution of amount of zakat is in accordance to minimum mean of collective saving balance for each 
states. The similar practice also carried out by BIMB, BIMB handed over all property amount needed to 
zakat to the zakat collection center. The distribution of amount of zakat is made by the percentage of 
depositor for each state (Mohd Nazri, 2015). The zakat payment practice of MAA Takaful is different 
with TH and BIMB. MAA Takaful handed over its zakat collection based on ratio of 3:5, in which 5/8 is 
channeled to zakat center and 3/8 is distributed to three categories of asnaf faqir (poor), miskin (needy) 
and mualaf (new reverts) respectively via programs conducted (Ismanizam, 2015) 
 
CONCLUSION 
Based on the review, it is identified that several Islamic financial institutions in Malaysia made zakat 
payment. The zakat payment is motivated by several factors. TH, BIMB and MAA Takaful also pay 
zakat from its activities operated. TH and BIMB produced business zakat based in the capital work 
calculation model. Whereas MAA Takaful produced income zakat and calculation method used is PBT. 
Nevertheless, further research should be carried out on the significance of the payment basis and the 
method of calculation practiced by the Islamic financial institution. 
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